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In the Mattar of the mltutm '

of s

SROLIER.. ARCOEEGRATER. '

Yor revision of the combined fran- ‘
chise taxss for the years 1954,

1953, 1957, 1958 and 1959 under '

Axticle 9-A of the Tax Law.

W

i Grolier, Incoxporated, ths taxpayer hexein, having
filed applications for revision of combined franchise taxes
for the yeaxrs 1954, 1955, 1937, 1938 and 1959 under Axticls
9+A of the Tax Law, and a hearing having been held in
_gonnection therewith at the office of the State Tax Commission
in New York City on Junuary 18, 1966, before Willimm ».
Sullivan and John J. Genevich, Senior Yax Administrative
Supervisors of the Corporation Tax Bureau of the Department
of Taamtion and Finanos, at vhich hearing J. B. Goyden, con~
trollex of the taxpayex, appeared personally and testified,
together with Gordon W. Makean, vice president and general
counsel, and the recoxd having Deen duly examined and con-
sidexed by the Btate Tax Comission, '

It is hereby found,

(1) That for the years 19354 and 19335, permission
was granted under the provisions of Section 211.4 of the Tax
law for the filing of xeports on a combined basis, incluwding
the taxpayer and its wholly-owned subsidiaries, Anericana
Coxporation and Catskill Craftsmen, Incy that for the years
1957, 1958 and 1959, another wholly-owned subsidiary, The
Richards Company, Ine.,was permitted to be included in the
combined reports) |
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(2) thmraxmm involved in
this hearing, filed consolidated corperstion ineome tax
veports with the United states PTreasury Department, vhich
included other corporations in addition to those included
in the New York combined reports) |

(3) That the taxes ware audited and stated, as

follows,
Af34 A2a%
Combined entire | |
nat inomme §995,409.6) $1.376,587.3)
Combined business :
allocation 39.39134% 37.81536%
. New York base 392,105,119 516,431.69
aﬂ at 3 21,565.M 28,403,74
ue ﬂm ,
hmtm tan : «50 80
tax § 21,566.29 ] ”o‘“.ﬂ"
| .
net income $1,340,958.32 03.6’2'431.01 ”.‘I).m.“
Combined business .
allocation ' 29.67924% 26.43431% 29.75342%
3:8 at Sipd 31,889,.24 53,724.3 93,013.53
popital tax 83.83  140.64 153,66
tax $ 231,973.07 ¢ 53,863.03 8 93,165.19

(4) That in computing combined antire net inesme
no deductions for intercompany profits were alloweds
| (5) That the taxes wers audited and stated on Mareh
9, 1962 and applicaticns for revision were filed on November
19, 1963 | o
(6) That for the years 1934, 1955, 1957 and 1938,
Section 208.9 of the Tax Law read, in part, as follows:

"The texm ‘sntire net income' means total
nst income from all sources, vhich shall be presumably
the same as the entire net income which the taxpayer
is reguired to report to the United States treasury
depaxtment, except as hereinafter provided,*
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(7) That the sestion was snended in 1939 as

(8) That for the years involved Sectiocn 211.4 of
the Tax Law read, in part, as follows:

intereoxporate shall be avaa.®
(2) That Reg. § 1.1502-31(b) of the Intemmal
Revenue Code applicable to the years involved reads, in
paxk, as follows;
*{p) mm. In the oase of

pro '
of the affiliated group and dividend distridutions

:;:'ﬂ‘-':*“"f‘:: to another member of
mmamMuwy transastions); * ¢ #.°
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Upon the forsgoing findings and upon all the evidence
presented, it is hereby

DETERMINED:

(A) That "entire net income" as defined in Section
208.9 of the Tax Law means the net incoms that a corporation is
required to compute in accordance with the Fedexal provisions
covering the determination of taxable inecme of separate cor-
poxations;

(3) That Federal Regulation 1.1502«31(b) (1) elimin~
ating unrealized profits and losses in transactions between
sesbexs of an affiliated group applies only in those cases where
A Federal consolidated return is filed;

(C) That there are no provisions in Article 9-A of
the an'blw that pexmit an affiliated group of taxpayers to report
on a consolidated basis;

(D) That Section 211.4 of the Tax Law only provides
for the sliminating of AaMuuniuulnmntto dividends in computing
combined entire net income;

() That the cembined taxes as set forth in (3) above
- are affirmed as assessed;

(F) That the aforesaid tawes do not include tanes or
other iﬂbn:npns which are not legally due.

pated: Albany, Mew York

this 8th day of April 1969
THE STATR TAX CONMMISSION

/s/ JOSEPH H. MURPHY
"
President
/s/ A. BRUCE MANLEY
Commissioner
/s/ | MILTON KOERNER

Comnissiongs
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Mr. Edward Rook

| Mr. Nigel Wright
 Groller, Inc.

This ie one of the pe_nding ~corporation tax cases
trangferred to this office by the Law Bureau, on
March 25, 1969.- o L

I have Teviewed the determination prepared by the
Corporation» Tax Buresu and I am in agreement with

[ ]

/s/ ©  NIGEL G. WRIGHT -

Hearing Officer

" Marclh 31, 1969
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verAcisiind OF TAXATION AND FINANCE

/ ; o MEMORANDUM

! TO: . Mr. Doran OFFICE
FROM: Mr. Sullivan : DATE December 11, 1968
SUBJECT: Grolier, Incorporated

Attached for your review is a proposed determination
in the above matter.

The above taxpayer and its affiliated corporations
filed on a consolidated basis for Federal income tax
purposes and on a comblned basis for New York franchise
tax purposes.

The taxpayer claims consolidated net income is the
proper basis for reporting income under Article 9-A
of the Tax Law for a group of corporations reporting
on a combined basis.

The proposed determination affirms the taxes as

assessed on a combined income basis, which does not
allow as a deduction, unrealized profits in transactions
between members of the affiliated group, as are allowed
as a deduction in arriving at Federal consolidated net
1ncome.

The determlnatxon affirms the 1959 tax as originally
audited and stated. After the formal hearing was held,
the 1959 tax was corrected to allow a carryback loss

from 1962.
W 7 eclly,,
W. F. Sullivan
Sr.Tax Administrative Supervisor
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